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considered to be the best features of several of them. Any
bank with a capital of $100,000 or more was entitled to be-
come a national bank, to deposit with the Comptroller of the
Currency United States securities equal to at least one-third of
its capital, and to receive in exchange and put into circulation
national bank-notes to the amount of 90 per cent, of the value
of the securities deposited. The notes were payable in incon-
vertible legal tender notes ('greenbacks') issued by the Trea-
sury. Certain of the larger cities were made reserve cities
where the national banks were required to keep a reserve of
legal tender money (which meant notes of the Treasury, since
metallic money had vanished) to the extent of 25 per cent, of
their note circulation and deposits. Later, three of these, New
York, Chicago, and St. Louis, became central reserve cities in
the national banks of which the national banks of the reserve
cities might keep one-half of their reserve as a deposit. In
other places, the reserve ratio was 15 per cent., of which three-
fifths might be held as a deposit in a reserve bank. In 1865 a
tax of 10 per cent, was imposed upon the note issues of the State
banks and most of them rapidly came into the national system,
so that ultimately no other bank-notes remained in circulation.
While the currency continued inconvertible a maximum limit
was placed upon the total bank-note circulation of $300 mil-
lion, increased in 1870 to $354 million, but on the resumption
of payments in 1879 the limit was removed. In that year there
were $346 million of United States notes outstanding and these
immediately became convertible into gold. Yet no gold reserve
was maintained against them until 1890.

The United States returned to the gold standard in 1879
without serious measures of deflation because, with so rapid an
expansion of population and wealth, the limited note circula-
tion soon ceased to be excessive. From 1879 onwards the note
circulation of the banks was limited only by the amount of
their capital and by the quantity of government securities they
were able to deposit. The national debt, however, soon began
to be rapidly reduced and the banks were hard put to it to
provide securities. The bank-note circulation, therefore, steadily